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Indigenous groups are often associated with acquire less. Just giving ethnic groups basic poverty and so are low levels of educadon.
education is bound to improve their position. Guatemala and Bolivia are the two Latin American countries in which the ethnic part of the This finding was supported by both withinpopulation is proportionately greatest. And country and cross-country evidence: Indigenous Bolivia is more "schooled" than Guatemala. So people fare better in Bolivia (where there is more Psacharopoulos tried to determine how levels of education) than in Guatemala (where there is ethnicity and educationi affect the level of worker less). eamnings.
One possible (although controversial) His investigation was based on data from intervention is to provide schooling in the child's household surveys in the two countries. He first language. Such an intervention has been found that, other things being equal, indigenous successfully implemented on a small scale in people who acquire more human capital enjoy Guatemala. Bilingual programs also exist, on a greater economic rewards than those who small scale, in Bolivia. Indigenous groups are often associated with poverty in a given country, and so is a low level of education. Guatemala and Bolivia are the two Latin American countries with the largest proportion of ethnic population. They also differ in terms of the overall educational attainment of the population --Bolivia is more "schooled" than Guatemala. Hence it would be of interest to examine the respective roles of ethnicity and education in determining the level of worker earnings.
Human capital theory came to its forte in the early 1960s (e.g., see Schultz, 1961 and Becker, 1964) . This theory offered an alternative explanation on why people's incomes differ, relative to dominant sociological or other theories at the time. If someone has more years of schooling or training, he/she will receive higher rewards later in life relative to a lesser schooled/trained person as a compensation/return to the past investment in human capital. This theory has been extensively tested over the last three decades, culminating in Mincer's (1974) classic book on the relationship between earnings, education and labor market experience in the United States. This theory has also been applied in more than 60 other countries, essentially using only two explanatory variables in the so-called "earnings generation function" --the years of schooling of the individual, and his/her years of work experience in the labor market. In this paper, I expand the Mincerian human capital earnings function to include the ethnicity of the wage or salary earner.
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The data on which this pirticular 'mnvstidation is based come from Guatemala's and Bolivia's household surveys. The two countries were chosen because of the large ethnic population living there. Information on whether a person belongs to an "ethnic" category differs in the two countries because of the way this question was asked by the two respective surveys, as explained below. Anthropologists familiar with the two country settings are confident that the "indigenous" variable used here truly reflects the ethnicity of a particular persons. Stephen and Wearne, 1987) . Table 1 Table 1 survive after controlling for other characteristics of the worker? There exist other investigations of earnings differentials in Guatemala, but none to the best of my knowledge has included the ethnic dimension, e.g., see Sumner (1981) , Terrel (1989) and Arends (1992) .
-5- Table 2 presents a series of alternative specifications of an earnings function fitted to this data set. The first function is the basic Mincerian one (see Mincer 1974 ) that has been fitted in many other countries, including Latin America (e.g., see Kugler and Psacharopoulos, 1989) , corresponds to an approximate definition of the rate of return to investment in schooling. (For an elaboration on this point see Psacharopoulos, 1973 ).
The 15.1 percent rate of return for Guatemala is on the high side by World and Latin
American standards, and this has to be attributed to the extremely low level of educational attainment of the population (3.9 years of schooling). Like every other investment, education is subject the law of diminishing returns. (See Psacharopoulos, 1989 ).
The second function in Table 2 The last two earnings functions in Table 3 are fitted within the two ethnic sub-samples.
There are two findings worth noticing. First, the human capital earnings function for the indigenous group has one third the explanatory power of the function for the non-indigenous group. This means that there are several other factors, beyond human capital, that determine the earnings of the indigenous group, relative to the non-indigenous group. Second, and most important for policy purposes, the rate of return of investing in the education of the indigenous group is of the order of 12 percent, which makes it an attractive yield. Although this is two percentage points lower than the rate of return for the non-indigenous group, it is reassuring to know that education does have an effect in boosting their earnings, in spite of any possible prior or current labor market discrimination again.* this group.
Given the secular improvement of educational development in all parts of the world, ;t is of interest to see how such attainment differs among different age cohorts in Guatemala. Table 3 shows that, indeed, the level of education of both ethnic groups has improved considerably during the last decades. And during such improvement, the relative position of the indigenous group has marked considerable gains as well. Whereas indigenous people born in the 1930s had a fivefold educationial disadvantage relative to non-indigenous, the cohort born in the 1970s has only a disadvantage of a factor of two.
In order to take into account such a cohort effect, and in order to answer a more pol.cyoriented, expansion-at-the-margin question, the second function in Table 2 was fitted again within those aged less than 40, and again for those aged less than 30. (See Table 4 ). Although the rate of return continues to be of the same order of magnitude as in the analysis using the whole sample (of the order of 13 -14 percent), the "disadvantage coefficient" of being indigenous drops in the successive cohorts (from 46 percent in the whole sample, to 42 percent among those aged less than 40, and to 38 percent among those less than 30).
Although the absolute disadvantage of the earnings position of the indigenous group is still substantial, this finding should be very welcome from the policy viewpoint, in the sense that education helps this minority group to improve its relative as well as absolute economic status. 1/ Includes dropouts of the respective level.
-9 - Notes: Dependent variable is the natural Logarithm of earnings from employment. All coefficients are statistically significant at the 1 % level or better. 2/ Coefficient on the "indigenous" dummy reported in the second function in Table   2 , times 100. Table 5 , along with theh frequencies.
For the purposes of this exercise we defined as ethnic or indigenous all those who usually spoke one or more of the vernacular languages, even if they also spoke Spanish. This grouping classified as ethnic 34 percent of the population at large (Table 5) , or 38 percent of those who have positive earnings from employment (Table 6 ). These statistics match well independent accounts of the proportion of the ethnic group in Bolivia today.
Among the workers, the indigenous groups lags 3.4 years of schooling relative to the nonindigenous group. The overall level of schooling of both groups, however, is much above that of Guatemala. Mean earnings in the sample is 305 Bolivares or about US$104 per month at the -12 -official exchange rate. The earnings differential between the two groups is again substantial (See lower panel of Table 6 ). The indigenous workers earn 60 percent less than the non-indigenous group. (For an analysis of the gender earnings gap in Bolivia, using the same survey, see Scott, 1992 ).
The Determinants of Earnings. Table 7 Given the higher level of educational attainment of recent cohorts (Table 8) , the eamings functions were run again for those aged less than 40 or less than 30 years old. The indigenous group's earnings disadvantage is much less for the younger cohort --of the order of 16 percent (Table 9) . Notes: Dependent variable is the natural logarithm of earnings from employment. All coefficients are statistically significant at the 1 % level or better. Notes: 1/ Coefficient on years of schooling in the function reported in Table 7 , times 100.
2/ Coefficient on the "indigenous" dummy reported in the second function in Table  7 , times 100.
IV. CQmpartiv Lessons
What does this comparative exercise teach us? What interventions would improve the economic position of a minority ethnic group in a pluralistic society?
Because of the differential composition of the sample in the two countries, the Guatemalan estimates were repeated using only the urban sub-sample. Among urban residents, the earnings advantage of the non-indigenous group was 97 percent, versus 137 percent for the country as a whole. On the other hand, there is a major difference in the two countries in where the indigenous people live. In Guatemala, only 13 percent of the indigenous people live in urban areas, versus 34 percent in Bolivia. Hence, the comparison of urban Bolivia to Guatemala as a whole might be more appropriate than resticting the analysis to urban areas in the two countries. Figure 1 shows the contrast between the two countries in terms of educational development and earnings, by ethnicity. The much lower educational attainment of the ethnic group in Guatemala relative to Bolivia, translates into a much sharper earnings differential in favor of the non-ethnic in Guatemala relative to Bolivia.
Figure 2 depicts essentially the same relationship, but cast in terms of the returns to education. The two lines assume a continuity in terms of educational development within ethnic groups across the two countries. The negative slope of both line3 implies that, for any ethnic group, the higher its level of educational attainment, the lower the returns to education the group enjoys. This is just a further documentation of the law of diminishing returns. What is of importance for the purpose of this analysis, however, is that the line referring to the indigenous group lies well below the line for the non-indigenous group. What this means is that in both countries, even if the two groups had the same level of educational attainment, the indigenous group would enjoy a several percentage points lower rate of return on their schooling investment relative to the non-indigenous group.
The results presented here should be qualified by the fact the data do not permit to establish how much of the inferior economic position of the ethnic people in both countries is due to discrimination, either before or after joining the labor market. What we could say at most in this respect, is that the earnings differential between the two groups that remains unexplained, after controlling for human capital endowments, represents an upper bound of labor market discrimination. But there must be several other factors determining the earnings of these two very different groups, that we cannot be sure what is the degree of pure discrimination in the labor market.
In spite these caveats, our investigation has shown that, other things equal (including culture) those indigenous people who acquire more Luman capital enjoy relatively higher economic rewards relative to their counterparts who have less human capital. Hence, the sheer provision of education to such groups, mainly in the form of basic education, is bound to
The above intervention is supported not only from within-country evidence, where the more educated, even if indigenous, earn more than the less educated. It is also supported by the cross-country evidence that when a country has a higher level of educational attainment on average (Bolivia), the indigenous people fare much better relative to a country will a lesser educational attainment (Guatemala).
Another possible intervention is the provision of schooling in the child's first language. This is a highly controversial issue, given the fact the child will have later to switch to Spanish for further education. Yet such intervention has been successfully implemented on a small scale in rural Guatemala. (See Chesterfield and Steely, 1986) . Bilingual programs also exist in Bolivia, although at a small scale.
The economic position of the indigenous people can be addressed from the perspective of several disciplines. Here we have used an economic perspective, in particular human capital theory, extended to accommodate the indigenous attribute of the wage or salary earner.
In summary, from the above analysis we conclude that in a country with a high proportion of ethnic population, those who are indigenous have much lower levels of educational attainment and receive less rewards in the labor market relative to the non-indigenous group. We also conclude that education is a good investment for both groups, i.e. including the indigenous people.
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